DISTRICT OF COLUMBIA REGISTER

’ MAR 2 4 2000
ENROLLED ORIGINAL
AN ACT . ('?dlﬁcanon
District of
- - - Columbia
UlCl AL 15-287 Code
—— 2001 Supp.
IN THE COUNCIL OF THE DISTRICT OF COLUMBIA
FEBRUARY 23, 2000
To protect applicants for long-term care insurance trom unfair or deceptive sales or enrollment
practices, to establish standards for the long-term care insurance industry, to tacihitate
public understanding and companson of long-term care msurance policies. and to
facilitate flexibility and innovation in the development of long-term care insurance
coverage.
‘ BE IT ENACTED BY THE COUNCIL OF THE DISTRICT OF COLUMBIA. That this New
act may be cited as the “Long -Term Care Insurance Act ot 2000 Chapier 4.

Sec. 2. Definitions.
For the purposes of this act. the term: New
(1) “Applicant” means: § 354901
(A) In the case ot an individual long-term care insurance policy. the
person who seeks to contract for benetits; and
(B) In the case of a group long-term care insurance policy, the proposed
certificate holder.
(2) “Certificate” means any certificate 1ssued under a group long-term care
insurance policy, which policy has been delivered or 1ssued for delivery in the Distnict of
Columbia.
(3) “Commissioner” means the Commussioner of the District of Columbia
Department of Insurance and Securities Regulation.
(4) “Group long-term care insurance” means a long-term care insurance policy
which is delivered or issued for delivery in the District of Columbia and issued to one ot the
following groups:
(A) One or more employers or labor organizations, a trust or the trustees
of a fund established by one or more employers or labor orgamzations, or a combination thereof,
for employees or former employees, or a combination thereot or for members or tormer
members, or a combination thereof, of the labor organizations; '

2038

Y. A s - 2% T P oo b O 2 - .1 2 0 g om0 S DO



DISTRICT OF COLUMBIA REGISTER
MAR 2 4 2000

—
et

ENROLLED ORIGINAL

(B)  Any professional, trade, or occupational association for its
members, former or retired members. or combination thereof, if such association:

(1) Is composed of individuals all of whom are or were activ elyv
engaged in the same profession. trade, or occupation; and

(11) Has been maintained 1n good faith for purposes other than
obtaining insurance:

(C) An associanon. trust, or the trustee of a fund established, created. or
maintained for the benefit of members of one or more associations:

(D) Any other group. provided that, the Commissioner finds the
following

) The issuance of the group policy is not contrary to the best

interest of the public

(1) Theissuance of the group policy would result in economies of
acquisition or administration. and

(1) The benetits are reasonable in relauon to the premiums
charged

(5)(A) "Long-term care insurance” means any insurance policy or rider ‘

adverused. marketed. offered. or designed 10 provide coverage for not less than 12 consecutive
months for each covered person on an expense incurred. indemnity. prepaid. or other basis: for
one or more necessary diagnostic. preventive, therapeutic. rehabilitative, maintenance or
personal care senvices provided 1n a seting other than an acute care unit of a hospital. "Long-
term care insurance ” includes group and individual annuiues and life insurance policies or riders
which provide directly. or which supplement. long-term care insurance. "Long-term care
insurance” also includes a pohey or nder which provides for pavment of benefits based upon
cogmtive imparrment or the loss of tuncuonal capaciry.

(B) "Long-term care insurance” shall not include any insurance policy
whichis offered pnmanly to provide basic Medicare supplement cov erage, basic hospital
expense coverage. basic medical-surgical expense coverage. hospital confinement indemnity
coverage. major medical expense coserage. disabihny income or related asset-protection
coverage. acaident only coverage. specified disease or specxﬁed accident coverage, or limited
benefit health coverage With regard to hte insurance. “long-term care insurance” shall not
include life insurance policies which accelerate the death benefit specifically for one or more of
the quahfving events of terminal illness. medical conditions requinng extraordinary medical
inten ention. or permanent institutional continement and which provide the option of a lump-sum
pavment for those benefits and in which neither the benetits nor the ehgibility for the benefits is
conditioned upon the receipt of long-term care

(6) “Nonforferture benefit’” means a benefit provided to a policyholder in the
event of nonpayment of a premium duc
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(7) “Policy  means any policy. contract, subscriber agreement, nder or
endorsement delivered or issued for delivery in the Dismct of Columbia by an insurer. tratemal
benefits society: nonprofit health, hospital. or medical service corporation. prepaid health plan.
health maintenance organization, or any similar organization

Sec. 3. Scope. :;‘;_M:
(a) Any policy or nder adveruised. marketed. or offered as long-term care or nursing
home insurance delivered or 1ssued for delivery 1n the Distnet of Columbia shall comply w ith the
provisions of this act.
(b) This act is not intended to supersede the obligations of entities subject to this act 1o
comply with the substance of other applicable insurance laws insofar as they do not contlict with
this act: except that. this act shall supersede laws and regulanons designed and intended to apply
1o Medicare supplement insurance policies. ‘
(¢) The requirements of this act shall apply to policies dehvered or 1ssued for dehiverny in
the District of Columbia on or after the effecuve date of this act.

Sec. 4. Long-term insurance: who may issue. New
Long-term care insurance may be issued by insurers. fraternal benetit societies. nonprofit * 18-av0d
health, hospital. and medical service corporations. prepaid health plans, and health maintenance
organizauons, and any similar organization to the extent they are othenwise authonzed to 1ssue
life or health insurance. Any product adveruised. marketed. or otfered as long-term care
insurance shall be subject to the provisions of this act.

Sec. 5. Group policies issued in other states. ~ew
No group long-term care insurance coverage may be offered to a resident of the Dismict  §35-4904
of Columbia under a group policy 1ssued in another state to a group described 1n section 2(4)}( D).
unless the District of Columbia. or another state having statutory and regulatory long-term care
insurance requirements substantially similar to those adopted in the Distnct of Columbsa has
made a determination that such requirements have been met.

Sec. 6. Standards for long-term care insurance.
(a) No long-term care insurance policy shall:
(1) Be cancelled, not renewed, or otherwise terminated on the grounds of the age
or the deterioration of the mental or physical health of the insured individual or certificate holder;
(2) Contain a provision establishing a new waiting period in the event existing
coverage i1s converted to, or replaced by, a new or other form of coverage within the same
company, except with respect 1o an increase in benefits voluntanly selected by the insured
individual or group policyholder: or

New
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(3) Provide coverage for skilled nursing care only or provide significantly more

coverage for sl\xlied care in a facility than coverage for lower levels of care.
(b)(1} No long-term care insurance policy or ceruificate. other than a policy or ceruficate
thereunder 1ssued 1o a group as described in section 2(4)(A). shall contain a definition of
"preexisung condinon” which 1s more resmetiv e than the following definition: "A condiuon for
which medical advice or treatment was recommended by . or received from a provider of heahh
care senvices. within 6 months precediny the effective date of coverage of an insured person.”

(21 No long-term care msurance pelicy or ceruificate, other than a policy or
centificate thereunder 1ssued to a group as descnbed 1n section 2(4)(A), may exclude coverage
for a loss or confinement which 1s the result of 4 preenisting condition unless such loss or
confinement begins within 6 months tollowiny the eftecuve date of coverage of an insured
person

(3) The Commissioner miav extend the limitanion penods set forth in paragraphs
(1) and (21 of ths subsection as to specific age wroup categones in specitic pohicy forms if the
Commussioner 1inds that the extension 1s in the hest interest of the public

() Nothing in this act shall be construed to prohibit an insurer from using an
application torm designed to ehicit the complete health histony ot an apphicant and. on the basis of
the answers on that applicaton, trom underwnung in accordance with that msurer’s established
underaniune standards Unless mhgr\\ ise provided in the pohey or certificate. a preexisung
condition, recardless of whether s disclosed on the apphication. need not be covered unul the
wating puﬁod desenibed in paragraph (21 of this subsection expires. No long-term care
msurance policy or certiticate may exclude or use wanvers or nders of any kind to exclude. hmit.
or reduce oot erase o henetits tor specitically named or described preexisting diseases or
physical condiions bevond the waiting penod desenbed in paragraph (2) ot this subsecuon.

(ci 1y No long-term care insurance pohey may be delivered or 1ssued for delivery in
the Distnct i such pohm
) Conditions ehigtbihity for any benetits on a pnior hospitalizaton

requirement

(B1 Conditions chigibiling tor benefits provided 1n an institutional care
setting on the recerpt ot a hieher level Ctinstitunonal care. ot

(Cy Conditions ehigibiliny tor any benetits other than waiver of premium.
post-continement. post-acule care Or recuperative benefits on a pror institutionalization
requirement

(21A) A long-term care insurance pohicy contaiming post-confinement post-acute
care. or recuperatin e benefits shall cleariy label in a separate paragraph of the policy or ceruficate
enttled “Limitations or Conditions on Fhgibihiny tor Benefits” such hmitations or condinons,
mncluding any regquired number of davs of confinement

2041

¢



DISTRICT OF COLUMBIA REGISTER
% MAR 2 4 2000

ENROLLED ORIGINAL

(B) A long-term care insurance pohcy or nder which condinons ehaibihity
of noninstitutional benefits on the prior receipt of institutional care shall not require a prior
institutional stav of more than 30 davs.

{3) No long-term care insurance policy or rider which provides benetits only
tollowing institutionalization shall condinon such benetits upon admission to a tacihn ror the
same or related conditions within a period of less than 20 davs after discharee trom the
msutuuon,

(d)1) Applicants for long-term care insurance shall hay e the nght to return the policy or
certificate within 20 days of 1ts delivery and to have the premium retunded it, after examinaton
of the policy or ceruiticate. the applicant 1s not satistied tor any reason

{2) Long-term care msurance policies and cernncates shall have a nouce
prominently printed on the first page or attached thereto staunyg in substance that the appheant
shall have the nght to retumn the pohicy or certificate within 30 davs of its delnvery and to have
the premium refunded if. after examnation of the policy or cernticate, other than a cernneate
1ssued pursuant to a pohicy issued to a group detined 1n section 2e4)( A ), the appheant is not

; satsfied for any reason.

(3) If an applicauon for a long-term care contract ts dented. the issuer shall
refund to the applicant any premium and anv other tees subminted by the applicant within 30 days
of the denial.

Sec. © Disclosure. C aew
(a)(1) An outhne of coverage. wntten at a fifth grade reading level. shall be dehvered to §3s.4906
a prospective applicant for long-term care insurance at the time ot imual sohentaton through
means which prominently direct the attention of the recipient to the document and 1ts purpose.
{2) When an agent solicits individuals-to purchase long-term care insurance. the
agent must dehver the outline of coverage before the presenting ot an application or enrollment
form 1o the person bemng solicited to make a purchase.
(3) In the case of direct response sohicitauons. the outline of coverage must be
presented no later than when any apphcation or enrollment torm 1s presented.
(b)y The outline of coverage shall include the tollowiny.
(1) A description of the principal benefits and coverage provided in the policy:
(2) A statement of the principal exclusions. reductions, and hmitations contained
in the policy:
(3) A statement of the terms under which the policy or ceruficate, or both. may
he conunued in force or discontinued. including any resen anon in the policy of a nght to change
premium (CONUNUAtion Or CONVErsion provisions of group coverage shall be specifically
descnibed):
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(4) A statement that the outline of coverage is a summary only, not a contract of
insurance. and that the policy or group master policy contains governing contractual provisions:

(5) A description of the terms under which the policy or certificate may be
returned and the premium refunded:

(6) A bnef descnipuon of the relationship of cost of care and benefits: and

(7) If the policy or ceruificate 1s intended to be a long-term care insurance
contract. a statement that discloses to the pohcyholder or centificate holder that the policy 1s
intended to be a long-term care insurance contract.

(c) In the case of a policy 1ssued to a group descnibed in section 2(4)(D), an outline of
coverage shall not be required to be delivered. provided that. the information described in
subsection (e) ot this section 1s contained in other matenals relaung to enrollment. Upon
request. these other matenals shall be made available to the Commussioner.

(d) A ceruficate 1ssued pursuant 1o a group long-term care insurance policy which is
delivered orissued for delivers in the Distmict of Columbna shall include the following:

(1) A descrniption of the pnncipal benefits and coverage provided in the policy:

(2) A statement of the principal exclusions. reductions. and limitations contained
in the pohicy: and

(3) A statement that the group master policy determines governing contractual
provisions

(¢) Atthe ume of policy deliven a policy summary shall be delivered for an individual
hife insurance policy which provides long-term care benefits within the policy or by nder. In the
case of direct response solicitations. the insurer shall deliver the policy summary either upon the
applicant’s request. or the ime of policy delnery . whichever occurs later. In additon to
complving with all other apphcable requirements. the summary shall also include:

(1) An explanation of how the long-term care benefit interacts with other
components of the policy. including deductions trom death benefits:
(2) Anillustration of the amount of benefits. the length of benefit. and the
vuaranteed hfeume benefits. for each covered person. 1f any .
(31 Anv exclusions. reductions. and himitauons on benefits of long-term care: and
i4) It apphcable 10 the palicy tvpe. the following:
(A) A disclosure of the effects of exercising other nghts under the policy:
(B) A disclosure of guarantees related to long-term care costs of
insurance charges. and
(C) Current and projected maximum lifeime benefits.

[Q
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Sec. 8. Minimum number of members for associatons ;g‘;.wm
(a) Prior to adverusing, marketing, or offenng a group long-term care insurance pohicy
within the District of Columbia. an association or associations. or an insurer of the associaton or
associations. shall file evidence with the Commussioner that the association. or associatons. has
(1) At the outset, a mimimum ot 100 members.
(2) Been organized and maintained 1n good taith tor purposes other than that of
obtaining insurance;
(3) Been in active existence for at least one vear, and
(4) A constitution and bylaws which provide the tollowing
{A) That the association or associations hold regular meetings not less
than annually to further the purposes of the members:
(B) That. except for credit unions. the association or associations collect
dues or solicit contnbutions from members; and
(C) That the members have voung pnvileges and representaton on the
governing board and committees.
(b) Thirty days after the filing required by subsection (a) ot this section. the associaton
or associations shall be deemed to have sausfied the orgamizauonal requirements of subsection
(a) of this secuon unless the Commissioner makes a finding that the associaunon, or associanons,
does not sausfy the organizational requirements.
Sec. 9. Monthly reports. New
Any time a long-term care benefit which 1s tunded through a hife insurance vehicle by the  %#%+%8
acceleration of the death benefit 1s 1n benefit payment status. a monthly report shall be provided
to the policyholder. The monthly report shall include the following:
(1) Anyv long-term care benefits paid out duning the month;
(2) An explanation of any changes in the pohicy (e.g.. death benefits or cash
values due to long-term care benefits being paid out); and
(3) The amount of long-term care benefits existing or remaining.
Sec. 10. Incontestability period. New
(a) If a policy or certificate has been in force for less than 6 months, an insurer may § 35-4909

rescind a long-term care insurance policy or certificate or deny an otherwise valid long-term care
insurance claim upon a showing of misrepresentation that is material to the acceptance for
coverage.

(b) If a policy or certificate has been in force for at least 6 months, but less than 2 years,
an insurer may rescind a long-term care insurance policy or ceruificate or deny an otherwise valid
long-term care insurance claim upon a showing of misrepresentauon that 1s both matenal to the
acceptance for coverage and which pertains to the condition for which benefits are sought.
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(c) After a policy or certificate has been in force for 2 vears, 1t shall not be contestable
upon the grounds of misrepresentations alone The policy or certificate may be contested only
upon a showing that the insured knowingly and intenuonally misrepresented relevant facts
relating to the insured’s health.

(d)(1) No long-term care insurance policy or certificate may be field 1ssued based ou
medical or health status.

(2) For purposes of this subsection. the term “field 1ssued” means a policy or
certificate issued by an agent or a third-party admimistrator pursuant to the underwnting
authonty granted to the agent or third party admimistrator by an insurer.

(e) 11 an insurer has paid benefits under a long-term care insurance policy or certificate.
the benetit payments may not be recov ered by the insurer in the event that the policy or
certificate 1s rescinded

() 1) In the event of the death of the insured. this sectuion shall not apply to the
remaining death benefits of a life insurance policy that accelerates benefits for long-term care.

(2) This section shali apply to life insurance policies that accelerate benefits for
long term care. except that. in the event of death of the insured. the remaiming death benefits
under these policies shall be govemed by section 2 of An Act Respecting contracts of industnal
Iife insurance in the Distmict of Columbia. approsed June 4. 1934 (48 Stat. 834, D.C. Code § 35-
CIFRY

New

Cor- 11 N\ . S
Sec 11 Nontorteiture benetits ¢ 254910

ta) Except as provided in subsection tb) of this section. a long-term care insurance
policy may not be delivered or issued tor delivers 1in the Dismct of Columbia unless the
policvholder or ceruficate holder has been oftered the opuon of purchasing a policy or certificate
including a nontorteiture benetit The offer of a nonfortenture benefit may be in the form of a
nder that 1s attached 10 the policy  In the event the policvholder or ceruficate holder dechnes the
nontortenture benetit. the insurer shall provide a conungent benefit upon lapse that shall be
available tor a specitied penod of ume tollowing a substanual increase in premium rates.

(by When a group long-term care insurance pohey 1sassued. the offer required in
subsection (a1 ot this section shall be made to the group policvholder. If. however. the policy 1s
1ssued as croup long-term care insurance as descnibed in secuon 2(4 D). other than to a
conunuing care retirement community or other similar entity, the offenng shall be made 10 each
proposed certificate holder

(¢) The Commissioner shall promulgate regulations specifving the type or types of
nonforfeiture benefits 1o be offered as pant of long-term care insurance policies and certificates.
the standards for nonforteiture benetits. and the rules regarding a conungent benefit upon lapse.
including a determination of the specified penod of ume dunng which a conungent benefit upon
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lapse will be available and the substantial premium rate increase that mggers a contingent benefit
upon lapse as described in subsection (a) of this secuon.

Sec. 12. Rules and regulations. :“‘;'“n
The Commissioner may issue rules to implement any provision of this act The rules may
include:

(1) Requirements for any disclosure made under this act, including the manner.
content. and required disclosures for the sale of long-term care insurance policies. terms of
renewability. initial and subsequent conditions of elimibility, nonduplication of coverage
provisions. coverage of dependents and preexisung conditions, termination of coveraye.
continuation or conversion of coverage, probationary penods. himitauons, exceptions.
reductions. elimination periods, requirements for repiacement, recurrent condiuions. and
definitions:

(2) Loss ratio standards specifically apphcable to long-term care insurance
policies:

9 (3) A standard format. which may include a descnpuon of the style, arrangement.
overall appearance, and the content of an outhne of coverage: and

(4) Minimum standards for marketing and reporting practices tor long-term care
mnsurance.

Sec. 13. Penalties. New

In addition to any other penalties provided by law. 1f . atter a judicial proceeding or an Eiaids
administrauve proceeding conducted in accordance with title | of the District of Columbia
Administrative Procedure Act, approved October 21, 1968 (82 Stat. 1203; D.C. Code § 1-1501
et seq.). any insurer or any agent 1s found 1o have violated any requirements of this act. that
insurer or agent shall be subject to a fine of up to 3 umes the amount of any commissions paid
for each policy involved in the violation or up to $10.000. whichever 1s greater.

Sec. 14. Fiscal impact statement.

The Council adopts the fiscal impact statement in the committee report as the fiscal
impact statement required by section 602 (c)(3) of the Dismict of Columbia Home Rule Act,
approved December 24, 1973 (87 Stat. 813: D.C. Code sectuion 1-233 (c)(3)).

Sec. 15. Effective date.

This act shall take effect following approval by the Mayor (or in the event of veto by the
Mayor. action by the Council to overnde the veto). approval by the Financial Responsibility and
Management Assistance Authonty as provided in section 203 (a) of the Financial Responsibility
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and Management Assistance Act of 1995, approved April 17, 1995 (109 Stat. 116; D.C. Code §
47-302.3(a)). a 30-day penod of Congressional review as provided in section 602 (c)(1) of the
District ofColumbia Home Rule, approved December 24. 1973 (87 Stat. §13: D.C. Code Sec. 1-

NN

233 (c)(1)). and publication 1n the Distnct of Columbia Register.

%//J/ /M/

C/C‘h rman
Counctl of the Dismct of Columbxa

Coi Q. Wlle
Mavor {
Dismict of Columbia

APPROVED: February 23, 2000
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